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On Nov. 18, Ricardo Handley, president of Citibank in Argentina, called on the government
and private sector to exercise greater flexibility toward ensuring continuity of President Carlos
Menem's economic plan introduced four months ago, as well as progress from short- to mediumterm policy. He said greater effort is necessary to reduce the fiscal deficit. Citibank is Argentina's
second-largest foreign commercial bank creditor. Handley downplayed the previous week's 26%
devaluation of the austral in free market trading. At closing on Nov. 17, the free exchange rate
was 915 australs per US dollar, compared to the official rate of 650 per dollar. The banker asserted
that economic restructuring toward resolving problems underlying hyperinflation is a long-term
process. Argentina's monthly inflation rate dropped from an all-time high of 200% in July to 5.4%
for October. Under the government's anti-inflation and adjustment plan, a variety of private sector
subsidies and incentives have been or will be suspended. Tax reform legislation submitted to the
national congress for approval includes across-the-board application of a 13% value-added tax. On
Nov. 15, Citibank president John Reed announced that the bank had completed an $600 million
agreement for the acquisition of a paper product manufacturing company, Celulosa Argentina. Of
the total, Citibank is supplying $300 million in new investment, while the remaining $300 million
are derived from a debt-equity swap. In the swap, Argentina's foreign debt principal was reduced
by $300 million, since the transaction was based on 100% of face value. At present, Argentine
debt paper is selling for 16 cents to the dollar on the secondary market. (Basic data from Notimex,
11/18/89)
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